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To,

The Members,
Karnataka State Scuharda Federal

Co-operative Lid, Bengalur.

We have audited the balance sheet of Kamataka State Souharda Federal Co-operative
Lid, Bengaluru as at 31= March, 2012 and Income and Expenditure account for the period
ended on that date, These Financial statements are the responsibility of the Management of the

Federal Co-operative. Our responsibility is to express an opinion on these financial statements

based on our audit.

=,

We have conducted the audit in accordance with the Audit Standards generally accepted
in India. Those standards require that we plan and perform the Audit to obtain the reasonable
assurance about whether the financial statements are free of material misstatements. An audit |
includes examining on test basis; evidenice supporting the evidence and disclosures in the
financial statements. An audit also includes assessing the Accounting standards used and
significant estimates made by the Management, as well as evaluating financial statements
presentation, we believe that our Audit provides reasonable basis for our opinion.

-

- Balance Sheet and Income and Expenditure Account have been drawn up in prescribed
= forms under the Karnataka Souharda Sahakari Act, 1997, and are inconformity with the
= generally accepted Accounting Principles in India.

-

To the best of our knowledge and according tc information & explanation given to us and
as shown by the books of the co-operative and read together with the accounting policies, we
report that:

-
1] We have obtained all the information and explanation which to the best ¢ our knowledge
and belief were necessary for the purpose of audit.
-‘.
- ’ -
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AUDIT REPORT OF KARNATAKA STATE SOUHARDA
FEDERAL CO-OPERATIVE LTD, BENGALURU

FOR THE YEAR ENDING 315T MARCH, 2012

-
I4 1. Name and Address of the Organisation;

} Karnataka state souharda Federal Co-operative Limited, "Nirman Bhavan® Dr. Rajkumar
I ™

W

Road, 1= Block, Rajajinagar, Bengaluru-10,

¥

2. Registration Number and Date:
R.B.RISOUKA:136:NONDANI:051:2001-02 Dated: 04.01.2002 rme Registrar Co-operatives, Besigalar)

3. Names and Designation of Excecutives:
1) President ¢ 8hri 8.K. Satischandra
2] Vice-President ¢ Bhri Guranath Jantikar
3) Managing Director ; Shri Sharangouda G Patil

4. Period of Audit:
01.04.2011 t0 31.03.2012

5. Compliance Report:

The souharda Federal Co-operative has submitted compliance report for the last year audit
report,

6. Membership:

The tetal number of members including banks and Co-operatives registered under
Souharda Act as on 31.03.2012 was 2008 whereas it was 1654 as on 31.03.2011.

Following is the details of member co-operative for the last three years:

sl No | Particulars 31.03.2010 | 31.03.2011 | 31.03.2012 |
1 | Banks _ 19 19 ' 18 |
2 | Credit Co-operatives 826 - _;_ 9848 | 1165
3 | Housing Co-operatives 3 | e ]
__4 | Thrifts = 149 - 153 156
1 o |Otherg 348 _ 4849 513
5} Multipurpose - | - o78
 TOTAL 1347 ‘i 1654 2008

The membership of the Federal Co-operative has gone up by 354 during the financial year
2011-2012, The growth in membership during the financial year was about 21.40% when
compared to last year.

7. Physical verification of Cash:
We have verified the cash maintained at the Federal Co-operative during the course of audit
and found that the physical cash agreed with the beok balance.
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8.
9.

Borrowings:

a) Government Loan:

The Government of Karmataka vide G O Moo CMWIT6 CLM, 2003, Bengalore, dated

31.10.2003 has sanctioned interest free loan of Rs. 10,00,000/- to the Federal Co-operative

towards initial establishment cost. A floating charge has been created on the assets (hoth
movable and immovable) against the above said lean. The same has been received by the

Federal Co-operative on 06.03.2004, As per the terms of sanction, the same reguires o he

repaid in 10 equal installments of Rs. 1,00,000/-. Accordingly, the Federal Co-operative has

repaid eighth (8%} installment of Rs. 1,00,000/- on 31= October 2011,

Co-operative Education Fund 2%:

The Federal Co-operative has collected 2% Education Fund from member co-operatives on
behall of Karnataka Sate Co-operative Federation. The full amount has already been
remitted to the Karnataka State Co-operative Federation and the remaining balance vet to
be remitted, as on 31.03.2012 was Rs, 85,55,364.96. The same has been shown as liability
in the balance sheet of Federal Co-operative. The opening balance in this aceount ag on
01.04.2011 wag Re. 65,13,007.79, This has been shown as payable under liabilities zide.

The following are the details of the same.
2% BEducation Fund : Kg, B5,55 364 95
Total Rs, 85,55,364.96

It was observed that, as per the memorantdum of understanding signed with Karnataka
State Co-operative Federation Litd on 11.05.2009, the Karnatala State Souharda Federal co-
operative has to recover service charges for collecting 2% education fund. It i5 suggested to
deduct service charge and remit remaining balance to Mahamandala.

10. Education Fund 1%::

11.

The Federal Co-operative had accumulated balance of educatiocn Fund 1% of Rs
1,11 37,740.73 as on 31,03,2011, During the year it has received Rs, 86,24 ,053 52 towards
1% Education Fund from member co-operatives. Out of the total amount Bs. 44,79, 330,97
has been transferred to income account and remaining balance of Rs. 1,52,05,838.28 has
béen shown as liability in the balance sheet as on 31.03.2012.

The following are the details of the same:

1] 1% Education Fund 2008.-09 : Rs. 15,26.549.52

2] 1% Education Fund 2009-10 :Rs 58,60,111.40

3) 1% Eduecation Fund 2010-11 *Rs, T8.19.177.356
TOTAL Rs. 1,52,05,838.28

Government Grants and Loans:
The Federal Co-operative had agvailed interest free loan of Es. 10,00,000/- [rom State
Government during the year 2003-2004 and has repaid eight installments of Rs. 1,000,000/ -
till date and the balance cutstanding as on 31.03.2012 was Rs, 2,00,000/-.

@iy
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12. E-Stamping Deposits:
The Federal Co-operative has entered in to an agreement with Stock Holding Corporation of
India Ltd, for the benefit of member co-operatives for issue of E-Stamps during 2009-2010.
For this purpose the Federal has collected the following deposits from concerned co-
operatives as on 31.03.2012.

1) Security Deposit : Rs. 2,21,50,000.00
2} Trading Deposit *Rs. 2.75,08.550.49
TOTAL ¢ Rs.4.96,58,550.49

It is suggested to transfer the said activity to another organization to avoid cumbersome
income tax procedures like, dual taxation, E-TDS returns, assessment etc. We observed that
the said activity is under process.

13. Provision for Expenses:
The following provisions have been made as on 31.03.2012.

1} E-Stamping Postage Rs. 62,000.00
2" Lepal Expenses Rs. 5,000.00
3} Printing & Stationary Rs. 1,500.00
4| Chairman Travelling Exps Rs.  20,000.00
3] Electricity & Water Rs: 25,116,00
6] Employees Gratuity-Admn Fs, 1,45/897.00
7) Employees Gratuiry-Edu Rs. 48.140.00

8| E'yees Earning Leavencashment-Admn Rs. 2. 49.815.00
4] E'vees Earning Leavencashment-Edu Rs. 1,12,764.00
10} E-Stamping Inspection/Prof Exps Rs. 50,000.00

11} Hospital Expenses Ks. 58,755.00
TOTAL Rs. 7.78.987.00

14. Other Liabilities:
The fallowing are the details of other liabilities a= on 31.03.2012.

1} Duties and Taxes :Rs.  63,201.00
2] E-Btamping Commission : Rs: 4,66,170.34
3] E-Stamping Division ¢Re. 4856279

TOTAL : Rs. 5,33,934.13

15. Bank Reconciliation and Balance Confirmation:
The reconciiation staterments for all the bank aceounts have besn prepared and they are in
order. Confirmations of balarices as on 31,03.2012 obtained from all banks,

U
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16. Investments:

The Federal Co-operative held the following investments as on 31.03.2012.

Particulars

Fixed Deposit with SBM
Fixed Deposit with SBM
Fixed Deposit with SBM
Fized Deposit with SBM
Fixed Deposit with SBM
Fixed Deposit with SBM
Fixed Deposit with SBM

Cost {Rs.)

20,00,000.00
50,00,000.00
20,00,000.00
50,00,000.00
50,00,000.00
50,00,000.00
50,00,000.00

Fized Deposit with ING Vaisya 25,00,000,00

0% IDFC 2026
Shares in NYC
TOTAL

2,50,000.00
1,000.00

Maturity (Rs.)
30,00,000.00
S0,00,000.00
50,00,000.00
50,00,000.00
50,00,000.00
50,00 000,00
50,00,000.00
25,00,000.00
10,00,000.00

1,000.00

3.07.51.000.00

3.65.01,000.00

Date of Maturity
15.12.2012
03.03.2013
05.04.2013
06.12.2012
03.06.2012
26.04.2012
£5.10.2013
Ep..{JE.EULB' {
(08,09.20287 17

The Federal Co-operative has invested in 0% IDFC Bonds to the extent of Rs, 2,50,000.00
We are unable to comment on the position of the investment as the market value as on
31.03.2012 was not available for the said investment. Hence the market value as on
31.03.2010 has been retained in the balance sheet as on 31.03.2012.

It is advised to invest the funds in high yielding securities with the provisions of K 3 5
Act,- 1997,

17. Fized Deposits:

The Federal Co-operative has invested Rs. 3,55,00,000.00 in fixed deposit with State Bank
of Mysore as on 31.03,2012 at 9.25% to 10.00% rate of interest.

18. Fixed Assets:

Following are the details of fixed assets held as on 31.03.2012,

1) Computer Rs,. 3,27,820,00-
2] Computer Education Rs, 31,082.00
3] Computer-Software Rs, 287.00
4 E-Stamping Computer Rs, 6,019.00
5 Furnitare & Fixtures Rs. 59,74 .392.00
G} Oifice Equipments Rs. 2,51,387.00
7) ‘Office Vehicle Es. 9,09 308.00-
8] Xerox Machine RBs. 6602000

TOTAL Hs. 75.66.434.00

Computers |Education);
The Federal Co-operative has sold the old Computers (20 Laptops) during the year
for Ra. 1,20,000,00, Which has resulted profit of Es. T9800.00

&
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20,

. Staff Advance:

Following are the details of advances cutstanding as on 31.03.2012
l} Sharangouda Patil Rs. 54163.00

2] Bhavan Eao Rs. 35Q00.00
3 Vinod Rs. 11250.00
4] Hunil Rs. 11250.00

5) Shobha (Sub Stafff Rs. 4000.00

Other Advances:
Following are the details of other advances as on 31.03.2012

1) Suspense Vinivinc Rs. 313196.00

The Federal Co-aperative had spent Rs. 313196.00 in connection with the administration of
Vinivine Souharda Co-operative Ltd: Up to 31.03.2012.

It is advised to recover the same from the said co-operative at the earliest,

2| Suspense Green Credit Rs. 26000.00

The Federal Co-operative had appointed administrator for Green Credit Soubarda Co-
pperative, Bangalore and had incurred Rs. 26000.00 towards expenses related to the same,
it1s advised to recover the same from the said co-operative at the earliest.

3] Suspense Dharwad Dairy Rs. 20000.00

The Federal Co-operative had appointed administrator for Dharwad Dairy and Farming
CSSN and had incurred Rs. 20000.00 during the year towards expenses related to the
same,. It is advised to recover the same from the said co-operative at the earliest.

4] Coherent Technologies Rs. 100000.00

The Federal Co-operative has paid Rs. 100000.00 as advance to Coherent Technologies
towards development of office automation software.

It is advised to get the software installed at the earliest.

5) Vehicle Advance Rs. 200000.00
Advance of Rs. 200000.00 has been paid to Ravindo Toyota Private Limited. towards repairg
and maintenarnce of vehicle which has met an acecident on 13.11.2011.

6) Land Advance (CA Site) Rs. 1566356.00
On 16.03.2011 Federal C-operative has paid to BDA Rs. 1566356.00 advance payment for
purchase of CA site for the office purpose.

21. Other Assets:

Fellowing are the details of other assets held on 31.03.2012,

1] Rent Deposit Rs. 2,40,000.00
2] Internet Deposit Rs.  3,400.00
3 'TDHS Due Rs. 5,67,958.00
4] Telephone Deposit Rs,_ 9.350.00
TOTAL Ks. 8,20.709.00.-

o
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TDS Due:

1} TDS Due From SHCIL Fs. 4.06,711.00

2] TDE Due on Investment T Rs. 1,01,248.00
TOTAL ' Rs. 5,67,95%,00

22. Board of Directors:
The election to the Board of Directors was held on March 2011. The total number af
directors of the Federal Co-operative as on 31.03.2012 was 29 and Two (2) special invitee,
The present board taken charges with effect from 01.04.2011 and has tenure up to
31.03.2016, The list of directors as on 31.03.2012 and their attendance at board meetings
has been annexed to this report.

23. Board Meetings:
On our verification of minutes of the meetings we found that Six board meetings were held
during the year 2011-2012. The meetings were held as per the provisions of K85 Act and
also byelaw of the Federal Co-operative. It is ohserved that none of the directors was absent
for three consecutive meetings without leave of absence,

24, Board Meeting and Chairman Expenses:
Following expenses were incurred towards board meetings and chairman expenses during
the year 2011-2012,

1) Board Meeting Allowances Rs, . 9,73,264.00
2] Board Meeting Expenses Rs, 76,074.00
3} Honorarium to Chairman Rs. 1,20.000.00 i
4} Rent Allowance Rs. 1,08,000.00 ¢ " .~ o o
5) Bub Committee Meeting Exps Rs. 1,15.319.00— v
w6) Chairman Travelling Exps Rs. 1,51,839.00
) Vice Chairman Travelling Exps  Rs. 1,56,542.00
8} Vehicle Expenses Rs. 72,669.00
9] Travelling Expenses to Directors Rs.  6,726.00 _ =0 |aeT

1 %

1) Board Meeting Allowances:
The above includes fixed travelling allowances at the rate of Rs. 8/- per KM as approved by the
last year general body, However, it ig advised to reimburse travelling expenses on the basis of
mode of travel on actual basis as the fixed allowances are not allowed to be deducted as per
Income Tax Act. In case any director travels by car, the same may be reimbursed by obtaining '
declaration from the director concerned,

2) Travelling Expenses Directors:
The above includes fixed halting allowances on travelling for official duty. It is advised te make

a comprehensive travelling rule for the same and needs to be approved by the general body.

The ratification of the general body needs to be obtained for the above expenditure incurred
during the vear.

It is advised to get the declaration for having spent the allowances on yearly basis from all the
directors as it is required to be produced to Ineome Tax department at the time of assessment.

I
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25, Education Fund Income/Expenses;
As per the byelaws of the Federal Co-operative, 1% of Education Fund has beén recognized
as income only to the extent of the expenditure incurred towards education purpose and the
remaining amount is shown as lability. The amount transferred to education fund income

during the year was Rs. 4479330.97. Hence, there is no surplus or shortage in education
fund group.

It is advised make a clear bifurcation between administrative expenses and education
EXpeEnses.

26. Workshops:

The Federal Co-operative has organized 30 workshops including promotional workshops
eovering various aspects during the year for the benefit of member co-aperatives,

27. Dead Stock Register:

The Federal Co-operative has maintained the register for Fixed Assets and entries have been
incarporated for the purchases made during the year.

28. Vehicle Log Book:
It 15 observed that the Federal Co-operative has maintained logbook for the maintenance of

vehicle, However, it was observed that the purpose of the journey and petrol expenses have
not been mentioned in the register, It is advised to mention the same.

29, E-TDS:

It was observed that the Federal Co-operative has filed E-TDS returns on quarterly basis as

per the provisions of the Income Tax Act and Stafl PF Returns have been filed up to
31.03.2012.

30. Budget vs Actual:

On pur serutiny of the budget for the vear 2011-2012 and actual expenses incurred during
the year, we have observed that some of the expenditures have exceeded the budget and the
same needs to be rectified by the general body.,

It is advised make separate budget for divisional offices to have more cortrol,

31. Defaulters:

The Federal Co-operative has prepared list of defaulters as on 31,03.2012 and as per the list
187 member co-operatives have defanlted in pavment of fees and other funds. The list of the
same has been enclosed to this report. And 612 member co-operatives have defaulted in
payment of fees and other funds for the year 2010-2011.

32. Federal Co-operative has incurred Rs. 350000.00 (directly paid to Annapurneshwari
Caterings] towards caterings {food) expenses incurred on the occasion of conference
arranged by Kamataka State Credit Co-operative Societies Association, Bangalore on
27.12,2011 at Palace Ground Bangalore. The decision has been taken by board
unanimously in board meeting held on 29.02.2012,

@
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33. On 13.11.2011 Federal Co-operatives Vehicle met an accident. Federal Co-operatives
President Shri Satizschandra travelling in this vehicle. The medical expenses incurred were
Rs. 5875500 which has to be paid to Tejaswini Hospital, Mangalore: During the audit
period these expenses are due to be paid.

34, Amount of Bs. 430430.50 has been incurred on account of Provident Fund contribution.
The above amount inchades Rs. 4604000 on account of interest.

35, Federal Co-operative has incurred loss of Rs. 71327.00 en account of sale of investments in
Industrial Investment Banlk of India Limited, Kolkota,

36, Comments:
1} It is advised to use pre printed vouchers containing serial numbers for payment
vorchers,
3] Proper head not mentioned in Vouchers
3] Bome of the vouchers not passed by the officer
41 Bome of the vouchiers not supported by supporting bills,

PLACE: SANKESHWAR SIGNATURE
DATE: 15.05.2012 A !
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M/S PANDURANG SIMPI & ASSOCIATES

Notes on Accounts:

1) Basis of Accounting:
The accounts are prepared under the historical cost convention on accrual basis as a

Eeil

EmMng concern except as stated in note No. 2. The Federal Co-operative follows

- dccounting policies consistently in accordance with the provisions ‘of Karnatala
souharda Sahakari Act 1997.
=
2} Rewvenue Recognition:
- Income was recognized on mercantile basis and expenditure on acerual basis
3) Depreciation on Fixed Assets:
Depreciation has been charged as per the Income Tax Act on all assets as on
= 21.03.2012,
-
4] Imvestments:
Investments are shown at market value as on 31.03.2010 as market value as on
- .
31.03.2012 was not available.
— 5) Estimated amount of commitment for capital expenditure not provided-NIL
-
6] There are no contingent Habilities ason 31.03.2012.
=
i

PLACE: SANKESHWAR SIGNATURE
DATE: 15.05.2012 -




